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Introduction 

Comments of NextEra Energy Resources 
On the Arizona Public Service and Tucson 

Integrated Resource Plan 
I 

NextEra 

NextEra is the largest developer, owner, and operator of renewable energy in North 
America, with approximately 9,000 Megawatts (MW) of wind energy. NextEra has a diversified 
power generation portfolio in operation across 24 states and Canada and enjoys an unmatched 
track record in the development and operation of solar and wind energy facilities. As of 
December 201 1, NextEra has approximately 17,000 MW of electric generation in operation. 
Additionally, NextEra has over 1,300 MW of new wind projects under construction that are 
scheduled to be placed into service in 2012. NextEra likewise has considerable experience with 
solar generation, including its 3 10 MW Solar Electric Generating Systems (SEGS) facility in the 
California Mojave Desert, the largest solar facility in the United States. NextEra is currently in 
construction or has reached advanced stages of development on four additional solar projects, 
which will add 875 MW of solar generation to NextEra’s solar portfolio. 

In Arizona, NextEra developed, owns, and operates the 99.2 MW Perrin Ranch wind 
facility in the Williams area. Perrin Ranch, whose gen-tie was approved by the Commission in 
20 1 1, represents a $200 million investment in Arizona. In addition, NextEra has fully permitted 
the 250 MW solar photovoltaic Sonoran project in Maricopa County. The Commission approved 
the Line Siting Committee recommendation for the Sonoran project in late 201 1. 

LS Power 

LS Power is a privately held entity focused exclusively on developing, investing in, and 
managing large-scale power generation and transmission projects throughout the United States. 
Since its inception in 1990, LS Power has remained a leader among independent power 
producers by continuing to provide highly competitive, flexible, and innovative product offerings 
for our customers. 

LS Power has successfully permitted and developed over a dozen greenfield domestic 
power generation and transmission projects, totaling in excess of 8,000 megawatts of electrical 
output, and 450 miles of high-voltage transmission facilities, representing a capital investment of 
over $7 billion. 

In Arizona, LS Power has owned and operated the Arlington Valley and Griffith natural 
gas fired combined cycle plants. In 2012, LS Power began construction on the Arlington Valley 
Solar Energy facility (AVSE), a $500 million, 125 MW solar photovoltaic project in Maricopa 
County. An additional 125 MW phase of the AVSE is fully permitted by both the ACC and the 
County. It is ready to begin construction. 
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Comments on APS’s Integrated Resource Plan 

NextEra and LS Power commend APS on the thoughtful and comprehensive set of 
options it presented in its IRP filing to the ACC. APS included four scenarios: 1) the base case; 
2) the four corners contingency; 3) the enhanced renewable energy scenario; and 4) coal 
retirement. APS included in its analysis of each scenario the tradeoffs between the choices and 
an estimation of the costs for each scenario. All the scenarios require additional capital 
expenditures as demand increases through 2027, renewable portfolio standard (RPS) 
requirements ramp up through 2025, coal plants are retired, and natural gas generation is added. 
The base case assumes 3,712 MW of new natural gas and 685 MW of new renewable resources. 

As the Commission weighs the options before it, it is worth noting that the primary tenets 
of integrated planning include portfolio management, risk mitigation, balance, cost, and 
diversification. Of the scenarios APS presented, both the enhanced renewable case and the coal 
retirement case would increase the use of renewable energy as a proportion of the resource mix. 
The coal retirement case assumes four additional natural gas combined cycle plants and an 
additional 1000 MW of renewable generation compared to the base case. Natural gas increases 
as a portfolio mix from 24.7% today to 46% in 2027. The coal retirement case significantly 
increases reliance on natural gas and fuel price volatility, but mitigates a portion of that risk 
through additional renewable resources that reduce exposure to fuel cost volatility. This plan 
reduces environmental compliance cost exposure as well as carbon risk and water usage. 

The enhanced renewable energy case is a balanced portfolio with 30% of retail sales 
being sourced from renewable resources in 2025, and only a modest increase in fossil fuel 
generation - a single new combined cycle resource in 2020. APS states that the enhanced 
renewable energy scenario “significantly reduces reliance on natural gas and associated natural 
gas price volatility.” 

The enhanced renewable energy scenario provides the best means of risk mitigation. 
While both the base case and enhanced renewable energy case are diversified and balanced, 
under the enhanced renewable energy case, 90% of new energy supply would be sourced from 
emissions-free energy sources, and APS properly assumes it is likely that carbon will be priced 
into energy costs during the planning period. Thus, the enhanced renewable energy case has the 
advantage of providing less exposure to environmental compliance and carbon risk. The 
enhanced renewable energy case also features a lower fuel commodity risk, since renewable 
resources have zero emissions and zero marginal energy costs. 

NextEra and LS Power encourage the Commission to consider the tradeoffs in each 
scenario and weigh the risk mitigation advantages of the enhanced renewable energy scenario 
against the relatively small incremental cost of this scenario. As APS notes in the IRP, all the 
scenarios are within a 3.6% variance on a net present value basis. Only the base case and 
enhanced renewable case mitigate over-reliance on natural gas and the associated exposure to 
fuel cost variability and risk. However, the enhanced renewable energy case has lower gas 
consumption compared to the base case, with the added advantages of lower environmental 
compliance risk and reduced water use. APS states: 
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The Base Case Portfolio provides the lowest cumulative capital expenditures 
and revenue requirements of all portfolios analyzed. The two portfolios that 
retire some or all of APS’s coal fleet do provide reduced C02 emissions and 
water usage; however, they come with the tradeoff of a significant increase in 
natural gas bum and higher cost. In addition, these portfolios do not provide 
the same level of fuel diversity as either the Base Case or Enhanced Renewable 
portfolios, and result in APS becoming largely dependent upon natural gas 
resources to meet future customer needs. The Enhanced Renewable Portfolio 
provides a comparatively lower natural gas burn than the Base Case Portfolio 
due to its increased reliance on renewable resources, which also results in 
modest improvements in C02 and water use. 

As shown below, while the enhanced renewable energy case appears to involve relatively 
higher costs as depicted in the chart presented by APS, the enhanced renewable energy case 
actually represents a less than 5% net increase in total costs over the base case. This incremental 
cost could readily be exceeded by higher than expected carbon costs and more volatility in 
natural gas pricing under the other scenarios. In addition, the enhanced renewable energy 
scenario cost could be mitigated at least through 20 16 through the higher Investment Tax Credit 
[ITC]. 

Corn pa ra tive Ana lysis z 
Diflerences fram Base Case Portfalio In 2027 

Source: Arizona Public Service Company, 20 12 Integrated Resource Plan Workshop, presentation 
materials, August 22 2012, page 8. 

Renewable Costs and Expiring Federal Tax Incentives 

The Commission likewise should consider the different policy drivers that will affect 
renewable energy development and costs in the coming years, including the ITC. The ITC 
represents a 30% discount to renewable energy costs and a transfer of that value from the federal 
government to Arizona. Even if the ITC expires as currently envisioned in 2016, it greatly 
affects the economic tradeoffs. While the IRP process is about planning and not specific 

Arizona Public Service Company, 20 12 Integrated Resource Plan, March 20 12, page 56. 
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procurement rules, it is appropriate to consider the value of various policy choices when 
balancing the cost of the alternatives. NextEra and LS Power encourage the Commission to 
consider the procurement rules and commercial arrangements that should be in place prior to the 
ITC expiration so that developers and load-serving entities (LSEs) can maximize the ITC 
benefits for Arizona consumers. Currently, projects must meet a commercial operation date 
(COD) at the end of 2016 to take advantage of the ITC. The Commission's policies are critical 
for enabling Arizona utilities to capture the ITC benefit for consumers. 

APS's unmet renewable need begins in 2017, and thus does not assume the current ITC 
value in its economic analysis. Instead, it assumes the ITC continues past 2016 at 10%. In 
addition, pursuant to ACC decision No. 71448, APS will procure an additional 1.7 million 
megawatt-hours of renewable energy by December 15, 201 5 than otherwise required to meet the 
state Renewable Energy Standard (RES). However, the result of the additional renewable 
procurement in the early years is that APS has relatively little incremental renewable 
procurement from 2015 and 2020 (aside from demand increases) before a significant step up in 
renewable procurement from 2021 to 2027. Under the enhanced renewable plan, APS would 
procure 1,170 MW between 201 5 and 2027 and 180 MW under the base case scenario. 

The Commission should consider options such as front loading renewable procurement to 
allow consumers to take advantage of the tax credit before it expires. This makes even more 
economic sense to the extent the Commission selects the enhanced renewable or coal retirement 
planning approach, either of which would entail larger portions of renewable resources in the 
portfolio than the base case. It would also reduce the estimated cost of solar procurement by an 
additional 20% and reduce the totality of the enhanced renewable case. 

Regardless of the scenario ultimately selected, NextEra and LS Power suggest the 
Commission consider allowing at least fifty percent or more of the renewable megawatts of the 
particular scenario be procured in advance to take advantage of the tax credit before it expires. 
For example, if the Commission selects the base case, the entire 90 MW of renewable 
procurement could be procured in time to capture the expiring ITC in 20 16. Under the enhanced 
renewable scenario, an even greater amount of renewable energy, at least 585 MW, would be 
procured in advance at a price that takes advantage of the ITC. 

Utilities should have the flexibility to structure transactions in a manner that minimizes 
the risks to consumers of over-procurement in the short-term, while providing them with the 
commercial flexibility to capture the consumer benefit from the ITC over the long-term. 
Establishing procurement authority in this RPS docket will allow the market to craft commercial 
structures and the utilities to consider how to cost-effectively meet their RPS needs beyond 2016. 

Ruling on the IRP 

We understand from the August 22"d workshop that Commission Staff intends to provide 
a recommendation on the IRPs in December of this year, in order to facilitate a Commission 
decision in April 20 13. The utilities require guidance from the Commission in planning over the 
next 15 years. Developers need to understand the State's resource policies and the potential 
demand for supply resources. NextEra and LS Power encourage the Commission to provide 
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clear direction to utilities and the market with regard to the resource portfolios for which they 
should plan. Utilities would then plan their procurement in accordance with the Commission’s 
direction, including bringing specific resource procurement options to the Commission in 
accordance with the adopted plan. Developers would be provided direction that is important for 
investment. Consumers would be assured a balanced approach that considers risks over the 
long-term and the costs and benefits of the various resource procurement options. It is important 
to distinguish between planning and procurement in this docket. The IRP should provide policy 
guidance to the utilities that they can use when making their procurement decisions that 
ultimately get submitted for Commission approval. The specific procurement decisions will be 
left to the annual implementation plans, which should reflect the policy guidance. The value of 
the IRP is a long-term perspective that balances costs, benefits, and risks to result in a deliberate 
approach to planning and procurement over the long-term. 

We thank you for your consideration. 
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COPY of the foregoing was mailed this 18* day of September, 2012 to: 

Lyn Farmer 
Hearing Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007 

Ernest Johnson 
Utilities Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007 

Terri Ford 
Utilities Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007 

Barbara Keene 
Utilities Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007 

Janet Wagner 
Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007 

Robin Mitchell 
Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007 

Janice Alward 
Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007 

Jane Rodda 
Arizona Corporation Commission 
400 W. Congress 
Tucson, AZ 85701 

Robert Annan 
The Annan Group 
6605 East Evening Flow Dr. 
Scottsdale, AZ 85262 

Dave Couture 
Tucson Electric Power 
One South Church Ave., Ste. 200 
Tucson, AZ 85701 

Mike Sheenan 
Tucson Electric Power 
P.O. Box 71 1 
Tucson, AZ 85702 

Dave Hutchins 
Tucson Electric Power 
P.O. Box 71 1 
Tucson, AZ 85702 

Toby Voge 
Tucson Electric Power 
P.O. Box 71 1 
Tucson, AZ 85702 

David Berry 
Western Resource Advocates 
P.O. Box 1064 
Scottsdale, AZ 85252 

Eric C. Guidry 
Western Resource Advocates 
2260 Baseline 
Suite 200 
Boulder, CO 80302 

Amanda Ormand 
The Ormand Group, LLC 
7650 S. McClintock Drive 
Suite 103-282 
Tempe, AZ 85284 

Michael Patten 
Roshka DeWulf & Patten 
400 East Van Buren Street 
Suite 800 
Phoenix, AZ 85004 

Laura Sixkiller 
Roshka DeWulf & Patten 
400 East Van Buren Street 
Suite 800 
Phoenix, AZ 85004 

C. Webb Crockett 
Fennemore Craig 
3003 North Central Avenue 
Suite 2600 
Phoenix, AZ 850 12-29 13 
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Patrick J. Black 
Fennemore Craig 
3003 North Central Avenue 
Suite 2600 
Phoenix, AZ 85012 

Jerry Payne 
Cooperative International Forestry 
333 Broadway SE 
Albuquerque, NM 87 102 

Brian Hageman 
Deluge, Inc. 
4 1 16 East Superior Avenue 
Suite D3 
Phoenix, AZ 85040 

Caren Peckerman 
Deluge, Inc. 
4 1 16 East Superior Avenue 
Suite D3 
Phoenix, AZ 85040 

Richard Brill 
Deluge, Inc. 
4 1 16 East Superior Avenue 
Suite D3 
Phoenix, AZ 85040 

Jay Moyes 
Moyes Sellers & Sims 
1850 North Central Avenue 
Suite 1100 
Phoenix, AZ 85004 

John Wallace 
Grand Canyon State Electric Cooperative 
Association, Inc. 
120 North 44th Street 
Suite 100 
Phoenix. AZ 85034 

Dan Austin 
Converge, Inc. 
6509 West Frye Road Suite 4 
Chandler, AZ 85226 

Theodore Roberts 
Sampra Energy 
10 1 Ash Street 
H Q13D 
San Diego, CA 92 10 1 

Lawrence Robertson, Jr. 
P.O. Box 1448 
Tubac, AZ 85646 

Beck Mayberry 
Dynegy 
1000 Louisiana Street 
Suite 5800 
Houston. TX 77702 

Joseph M. Paul 
DYnegY 
1000 Louisiana Street 
Suite 5800 
Houston, TX 77702 

Malcolm Hubbard 
Harquahala 
2530 North 91" Avenue 
Tonopah, AZ 85354 

Steve Bloch 
Harquahala 
6040 East Calle Del Media 
Scottsdale, AZ 8525 1 

Rebecca Turner 
Entegra Power 
100 S. Ashley Drive 
Suite 1400 
Tampa, FL 33602 

Ned Farquahar 
Natural Resources Defense Council 
1414 Camino Amparo NW 
Albuquerque, NM 87107 

Jerry Coffey 
Gila River Power, L.P. 
702 North Franklin Street 
Tampa, FL 33602 

Arthur N. Olson 
Technology, Energy & Marketing Strategies 
P.O. Box 2 1446 
Mesa, AZ 85217 

Karen Haller 
Southwest Gas Corporation 
542 1 Spring Mountain Road 
Las Vegas, NV 89 102 
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Jeff Schlegel 
SWEEP 
1167 West Samalayuca Drive 
Tucson, AZ 85704-3224 

Paul R. Michaud 
Michaud Law Firm, P.L.C. 
23 Crimson Heights Rd. 
Portland, CT 06480 

Stan Barnes 
Cooper State Consulting Group 
3033 North Central Avenue 
9" Floor 
Phoenix, AZ 85012 

Troy Anatra 
Comverge, Inc. 
120 Eagle Rock Avenue 
Suite 190 
East Hanover, NJ 7936 

Michael Grant 
Gallagher & Kennedy 
2575 East Camelback Road 
Phoenix. AZ 85016-9225 

Roger Clark 
Grand Canyon Trust 
260 1 N. Fort Valley Road 
Flagstaff, AZ 86002 

Steven B. Bennett 
Deputy City Attorney 
City Attorney's Office 
3939 N. Drinkwater Blvd. 
Scottsdale, AZ 8525 1 

Charlie Emerson 
Manager of Technical Services 
TRICO Electric Cooperative 
8600 W. Tangerine Road 
Marana, AZ 85653 

Greg Patterson 
Arizona Competitive Alliance Power 
916 W. Adams Street 
Suite 3 
Phoenix, AZ 85007 

Daniel Pozefsky 
RUCO 
1 1  10 West Washington Street 
Suite 220 
Phoenix, AZ 85007 

Jodi Jerich 
RUCO 
1 1 10 West Washington Street 
Suite 220 
Phoenix, AZ 85007 

Sean Seitz 
President 
Arizona Solar Energy Industries Association 
3008 North Civic Center Plaza 
Scottsdale, AZ 8505 1 

Clifford A. Cathers 
Sierra Southwest Cooperative Services, Inc. 
1000 South Highway 80 
Benson, AZ 85602 

Leesa Nayudu 
Sempra Energy 
10 1 Ash Street 
San Diego, CA 92 10 1 

Dale Frecericks 
DG Power 
P.O. Box 4400 
Walnut Creek, CA 94596 

Jim Hinrichs 
DYnegY 
12 10 Savoy Street 
San Diego, CA 92 107 

David Getts 
Southwestern Power 
3610 N. 44" Street 
Suite 250 
Phoenix, AZ 850 18 

Tom Wray 
Southwestern Power 
5334 E. Camelback Road 
Suite B 175 
Phoenix, AZ 850 18 

Tom Jenkins 
Harquahala 
2530 North 9 1 St Avenue 
Tonopah, AZ 85354 

Erick Bronner 
Entegra Power 
100 S. Ashley Drive 
Suite 1400 
Tampa, FL 33602 
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Jana Brandt 
Salt River Project 
P.O. Box 52025 
MS PAB221 
Phoenix, AZ 85072 

Kelly Barr 
P.O. Box 52025 
MS PAB221 
Phoenix, AZ 85072 

Peter Q. Nyce, Jr. 
General Attorney - Regulatory Office 
Department of the Army 
901 North Stuart Street 
Arlington, VA 22203 

Dan Neidlinger 
Neidlinger & Associates 
3020 North 17" Drive 
Phoenix, AZ 85015 

Nicholas J. Enoch 
Lubin & Enoch, PC 
349 North Fourth Avenue 
Phoenix, AZ 85003 

Christopher Hitchcock 
Law Offices of Christopher Hitchcock 
P.O. Box AT 
Bisbee, AZ 85603 

Timothy Hogan 
Arizona Center for Law in the Public Interest 
202 East McDowell Road 
Suite 153 
Phoenix, AZ 85004 

Michael L. Kurtz 
Boehm, Kurtz & Lowry 
36 East Seventh Street 
Suite 1510 
Cincinnati, OH 45202 

Kurt J. Boehm 
Boehm, Kurtz & Lowry 
36 East Seventh Street 
Suite 1510 
Cincinnati, OH 45202 

Cynthia Zwick 
1940 East Luke Avenue 
Phoenix, AZ 85016 

William P. Sullivan 
Curtis. Goodwin, Sullivan, Udall & Schwab, PLC 
50 1 East Thomas Road 
Phoenix, AZ 85012 

Larry Killman 
40 1 West Baseline Road 
Suite 204 
Tempe, AZ 85283 

Donna M. Bronski 
Scottsdale City Attorney's Office 
3939 N. Drinkwater Blvd. 
Scottsdale, AZ 8525 1 

Jason Gellman 
Roshka DeWulf & Patten, LLC 
400 East Van Buren Street 
Suite 800 
Phoenix, AZ 85004 

Philip Dion 
UniSource Energy Corporation 
One South Church Avenue 
Suite 200 
Tucson, AZ 85701-1623 

Dennis Hughes 
Navopache Electric Cooperative, Inc. 
1878 West White Mountain Blvd. 
Lakeside, AZ 85929 

Tyler Carlson 
Mohave Electric Cooperative, Inc. 
Post Office Box 1045 
Bullhead City, AZ 86430 

Michael Curtis 
Curtis, Goodwin, Sullivan, Udall & Schwab, PLC 
50 1 East Thomas Road 
Phoenix, AZ 850 12-3205 

Deborah Scott 
Pinnacle West Capital Corporation 
P.O. Box 53999, MS 8695 
Phoenix, AZ 85072 

Dan Austin 
16013 S. Desert Foothills Pkwy., #1127 
Phoenix, AZ 85048 

Steve Olea 
1200 W. Washington St. 
Phoenix, AZ 85007 
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